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KEY ECONOMIC INDICATORS ~ ~ THAILAND 


All values in million U.S.$ Exchange rates as of August 7, 1972 
Unless otherwise stated, U.S.$1.00 = $20.8251/ 
A B c2/ p2/ 
ITEM 1970 1971 1972 % Change 
_ —_— Gini (Cumulative) 
INCOME AND PRODUCTION 
GNP at Current Prices 6,515(P) 7,016(E£) n.a. 
GHP at Constant (1962) Prices 5,728(P)  6,071(£) n.a. 
Per Capita GNP, Current Prices¢/ 182(P) 190(B) a.8. 
Production of major items (‘000 MT) 
Rice (paddy) 13,401 13,570 13, 600(P) +0.2 
Corn (shelled) 1,950 as 195. 2,000(P) “8.9 
Rubber 287 325° 326(E) +0.3 
Tin Ore (5/72) 30 30 14 +7.7 
Cement (4/72) 2,627 2, 786 1,126 +27.1 
Petroleum Products (Mil. Liters)(3/72) 3,880 5,381 1,478 +7.6 
MONEY AND PRICES 
Money Supply (3/72) 935 1,031 1,064(P) +11.1 
Public Debt Outstanding (3/72) 1,450 1,722 1,875 +27.6 
External Debt Outstanding (3/72) 313 327 333 +5.0 
External Debt Repayment & Interest 
as % of For. Exch. Earnings (3/72) 3.9% 3.2% 1.8% 
Interest Rates: 
Central Bank (7/72) Se7e0 PP 5,8 
Comm'l Bank Prime (7/72) ll ll 10.5 
Comm'l Bank Average (7/72) 11-14 11-14 10.5-14 
Indices: (for month indicated) 5/ 
Consumer Price (1962 = 100) (6/72)= 117.7 120.1 124.3 +3.6 
Wholesale Price (1968 = 100) (6/72) 102.8 103.1 109.8 +5.7 
BALANCE OF PAYMENTS AND TRAUE 
Gold and For. Exch. Reserves©/ (6/72) 767 766 921(P) +15 .4 
Balance of Payments (6/72) -128 -16 +155(P) +384.3 
Balance of Trade (6/72) -588 2457 -164(P) +28.1 
Exports, FOB (6/72) 710 831 537(P) +35.9 
U.S. Share (2/72) 95 109 20(P) +17.7 
Imports, CIF (6/72) 1,298 1, 288 701(P) +12.5 
U.S. Share (2/72) 193 183 30(P) -9.1 
Main Imports from the United States (Mil. $)(2/72)(P): Boiler machinery (4.4); 
electrical machinery (1.7); chemical products (1.6); petroleum products (1.2); 
iron and steel (1.2); vehicle (1.2); paper and paper board (1.1); cotton (1.0). 
ootnotes: (P) Preliminary figure (E) Estimate 
1/ Data are converted at $20.8 = $1.00 4/ Subjéct to revision 
2/ To date shown (otherwise for CY) 5/ For Bangkok-Thonburi 
3/ Change from same period in 1971 6/ Net For¢ign Exchange position 


Sources: National Economic Development Board; Bank of Thailand; 
Commercial Intelligence Department; Customs Department. 
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SUMMARY 


Although many indicators show significant improvement in the 
economy during the first half of 1972, certain conflicting trends 
require a cautious assessment of the outlook for the year as a 
whole. Booming agricultural exports accompanied by a more modest 
than usual increase of imports have produced a remarkable reduc- 
tion of a persistent trade deficit. The balance of payments as 

a whole is greatly improved; medium and long term private capital 
inflows have also increased substantially, as have earnings from 
tourism. Several production indicators are up for the first quar- 
ter of 1972, including cement, gunnybags and petroleum products. 
Foreign demand should remain strong for the main agricultural 
commodities, including rice, corn, tapioca, sugar, and kenaf. 
Production of the latter three should increase despite a some- 
what abnormal rainfall pattern. Negative factors in the economy, 
in particular severe drought in some areas that has damaged the 
corn crop and caused a month or two delay in rice planting, in- 
clude the delayed contractionary effect of the FY 1971 and FY 1972 
government budgets which grew at only 5 percent and 1.3 percent, 
respectively, over the previous years. 


In the meantime, investor confidence appears to be returning, 
both among domestic and foreign businessmen. The downward trend 
of new firms registered and capital paid in 1971 was reversed in 
the first two months of this year by 5 percent and 4.3 percent, 
respectively, as compared to the same period of 1971. Net direct 
foreign investment was up 92 percent in the first quarter of 1972 
over the first quarter 1969-1971 average. Data from the Board of 
Investment for the first half of the year were also encouraging, 
with applications received for promotion doubled and applications 
approved tripled. The interest rate structure was lowered in 
April which should facilitate the formulation of increasing num- 
bers of new ventures. 


The realignment of currencies has improved the competitiveness 
of US products somewhat. Many importers and agents of US pro- 
ducts and services interviewed report their sales for the first 
six months of calendar 1972 to be ahead of the same period of 
1971. US products in the capital goods field continue to have 
good market potential in Thailand. Thai government projects, 
both those self-financed and those receiving support from inter- 
national financial institutions, should be watched carefully as 
they represent the best prospect for increased sales of US goods 
and services. 








CURRENT ECONOMIC SITUATION AND TRENDS 


I. Strong Trade Performance Stimulates Economy 


A virtual boom in agricultural exports so far this year, coupled 
with a rather modest increase in imports has further reduced 
Thailand's perennial trade deficit. For the first six months of 
1972 Thailand's exports stood at $537 million, or 35.6 percent 
above exports for the same period of 1971. Imports on the other 
hand increased only 12.5 percent in the same period, with the 
result that the trade deficit of $164 million was almost 28 per- 
cent below the equivalent period in 1971. 


The most impressive performance was turned in by sugar, which 
brought in about $43.8 million in the first six months; it earned 
only $7.4 million from January through May of 1971. So far this 
year this commodity is in third place, after rice and corn, as a 
foreign exchange earner. Even though starting from a much larger 
base, rice has also shown a large percentage growth. Data already 
available for the first half of the year for this all important 
commodity show that exports have increased by 52.7 percent in 
volume and 53.1 percent in value over the first half of 1971. 
Demand for this product remains high, and with exports having 
already reached 961,000 tons by mid-year, exports for all of 1972 
could well reach 1,700,000 tons, a level that would approach the 
record years of 1964 and 1965. 


Other commodities showing substantial growth in value in the first 
half of the year over the same period of the previous year are 
tapioca with a 38 percent increase, kenaf with 45 percent, tin 
with 9 percent and teak with 15 percent. While corn, the second 
largest export, did well in volume, increasing 35 percent, lower 
prices hurt its earning ability sufficiently to produce only a 

1.7 percent increase in value during the first six months. This 
situation should not be repeated, however, if the price in Chicago, 
to which Thai export prices are related, remains at its present 
higher level. Rubber exports increased by 7.4 percent in volume 
but decreased 5.7 percent in value through May. 








Under existing world conditions, there appears every Likelihood 
that the strong foreign demand for key Thai primary products will 


continue. This applies especially to rice, corn, tapioca, kenaf, 
and sugar. 


II. Balance of Payments Benefits 


The net foreign exchange position of Thailand has improved remark- 
ably in the first half of 1972, building on a recovery which 
began in November 1971. By the end of June 1972, the net foreign 
exchange holdings of Thailand were $921 million, 25 percent above 
the October trough ($734.6 million, lowest since 1965) and 15.4 
percent above mid-year 1971. 


This development was not only the result of a much improved trade 
balance, which however is still in deficit, but is partly accounted 
for by a substantial increase in earnings from tourism (24 percent 
increase in arrivals for the first four months over the same period 
in 1971) and from private capital inflows. For the first quarter 
of 1972, net direct investment from abroad was $23.4 million, 92 
percent above the first quarter 1969-1971 average. According to 
the Bank of Thailand, this may be accounted for by increased re- 
volving funds and loans which foreign companies sent to their Thai 
branches. Short term capital flows, which have also increased, 
were no doubt the response to the lower interest rates available 

in Europe. 


Although favorable world market conditions accounted for the 
largest share of the trade improvement, Thai Government measures 
over the previous year and a half were at least partly responsible. 
Recent steps taken by the government also should begin to influence 
the balance of payments. Effective January 1, 1972, taxes paid on 
that share of a manufacturer's production costs covering exported 
goods could be taken as a tax credit. In practice, however, this 
provision has only been applied to cement and textiles, with the 
Ministry of Finance still working on the tax credit formula for 
other products. As of April 3, the Bank of Thailand reduced the 
interest rate one-half of one percent, to not more than 8.5 percent 
per annum, for loans for exports covered by letters of credit drawn 
on commercial banks and for discounting and rediscounting export 
bills. As a modest step to facilitate utilization of foreign re- 
sources for projects in Thailand, Decree No. 155 of June 5, 1972 
reduced the withholding tax on interest remitted to non-resident 
banks and insurance companies from a graduated scale of 15 to 25 
percent to a flat 10 percent. 


III. Signs of Expansion in the Economy 


The industrial, service and agricultural sectors all show encour- 
aging signs of expansion. However, drought in the Northeast and 
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delayed monsoon rains elsewhere raise some question about the year 
end performance for some crops. 


Businesses servicing the tourist trade are doing better than a 
year ago as a result of the healthy growth of visitor arrivals 
referred to above. The recent substantial build up of US forces 
stationed in the country will undoubtedly further benefit the 
services sector and also should provide a stimulus to commerce 
in general. 


Three significant indicators for industrial production are parti- 
cularly favorable. Cement production for the first quarter was up 
32 percent, with exports absorbing a much larger share (18 percent 


of total production in January and February this year as opposed 


to only 5% for those two months of 1971). Gunnybag production 
soared by 63 percent while petroleum products increased by 7.5 
percent. 


Labor statistics are incomplete and difficult to interpret. How- 
ever, in the first quarter of 1972 the average number of job 
seekers in Bangkok and Thonburi increased by 12 percent over the 
Same period in 1971, while the number of persons placed was 43 
percent higher. Nevertheless, the movement of labor from the 
rural to the urban areas still seems to increase faster than the 
expanding demand. 


World demand for primary products from Thailand is providing a 
basic driving force for the economy. Although first evident in 

the trade statistics, it should push the agricultural sector 

ahead and eventually benefit the economy as a whole. The removal 
of the rice premium (export tax) on all but the top two qualities 
of rice has created a situation in which the farmer has a better 
chance to benefit directly from the demand for his products. Domes- 
tic prices, which were held about 25 percent below world prices by 
the premium, now have been rising even when world prices have been 
falling. Thus in May 1971, the wholesale price for paddy was 
$40.33 per ton for first grade, while in May of this year the price 
was $48.31. 


In the meantime, kenaf and sugar dealers and producers have also 
reaped bere fits from increased foreign demand. For example, the 
export price of kenaf in March was 45 percent higher than in 
March of 1971 and average sugar prices were up 66 percent in the 
first six months of 1972 over those a year earlier. 


The limiting factor on growth in the agricultural sector is now 
domestic instead of international, as was the case only a year or 
two ago. A drought that has been especially bad in the Northeast 


has damaged the corn crop and generally the rain pattern has 
delayed the planting of the rice crop by up to two months in 
some areas. 


IV. Investor Confidence Appears to be Returning 


Most businessmen welcomed the assumption of power on November 17 
last year by the National Executive Council, in part because they 
favored simplification of the governmental decision-making process. 
Investor confidence has been strengthened. The number of new 
firms registered during the first two months of 1972 increased 5 
percent over the same period in 1971 and the total paid-in capital 


was 4.3 percent higher. In all of 1971 the total of these two fig- 
ures had decreased for the first time since 1964. In the first 

six months of 1972, no fewer than 97 applications for promotion 
certificates were received and 78 were approved. In the previous 
year during the same period only 48 applications were received and 
23 were approved. However, there was a lag in certificates issued 
so far in 1972, partly because of problems in one or two sectors, 
such as special negotiations for textile exports. The increased 
resources of subsidiaries in Thailand and of foreign firms has al- 
ready been referred to. 


Undertaking of new investment projects should be facilitated by 
reduced interest rates. Effective April 3, 1972, the Bank of 
Thailand lowered its basic loan rate from 9 percent to 8 percent. 
The rediscount rate for bills arising from agricultural production 
was reduced from 7 percent to 5 percent. The commercial banks had 
only three days previously lowered their prime rate from 11 percent 
to 10.5 percent. 


Despite this improved outlook for investment, several uncertainties 
cloud the future. The Alien Occupation and Alien Business bills 
remain in the pending category. Toward the end of the reporting 
period the foreign-owned investment companies (of which seven are 
American) were faced with the threat of divestment to less than 

50 percent within a limited number of years, among other require- 
ments. 


The high liquidity of the banking system presumably suggests some 
degree of continued investor uncertainty. In the absence of suf- 
ficient new and promising projects, the relatively low interest 
government bonds have been sold out easily and several state enter- 
prises (e.g., Electricity Generating Authority and the Telephone 
Organization of Thailand) are planning to issue bonds for the first 
time. 








V. Outcome For 1972 May be About the 1971 Level 


The still preliminary GNP figures for 1971 in constant prices, 
show a growth rate for the economy of 6 percent. Based on the 
results so far this year, and the evidence of conflicting trends 
for the near future, the 1972 figure may be about the same. 


The rapid increase in the export of agricultural commodities des- 
cribed above is based on the 1971/1972 crop. With a late start 
in planting this season, total rice production for the year will 
increase only slightly, while corn production will decrease be- 
cause of the drought. These two factors will tend to slow down 
exports late this year or in early 1973. On the other hand, pro- 
duction of three other commdities, which are becoming even more 
important in Thailand, shaild increase considerably. Sugar pro- 
duction should be up 22 percent, tapioca 21 percent and kenaf 

8 percent. Aggressive efforts by the Thai Government to sell 
agricultural products, especially rice, should continue, and 

firm demand for Thai kenaf and sugar are expected to last through 
the end of the year. 


Investment, both foreign and domestic, appears to be ahead of 1971 
and there is no reason at this point to expect the trend to change. 


The impressive improvement of the trade picture and in the balance 
of payments as a whole from mid-1971 to mid-1972 has caused a 
revision of balance of payments projections for 1972 and 1973. 
Instead of an anticipated loss of foreign exchange reserves in 
both years a net gain of about $100 million per year is now ex- 
pected. 


The RTG decision to increase the budget for FY 1973, which begins 
October 1, by almost 8 percent to 31.3 billion baht suggests its 
confidence that the economy is improving. During the previous 
two years, by contrast, the budget was increased only 5 percent 
(1971) and 1.3 percent (1972), respectively, partly to reduce im- 
port demand and to sawe foreign exchange. The full impact of the 
lower level of government spending, especially in the development 
field, over the last two fiscal years, is now beginning to be felt. 
The stimulus of the larger budget increase planned for FY 1973 
(beginning October 1) will not register before mid-1973. 


IMPLICATIONS FOR THE UNITED STATES 


VI. Importers of US Products and Services are Optimistic 


International currency adjustments that took place during the 
review period have made many US imports more attractive in price 
as the value of the baht remained tied to the dollar. US pro- 
ducts and services gradually became more competitive as a result. 
Many importers and agents of US products and services interviewed 
report their sales for the first six months of calendar 1972 are 
ahead of the same period of 1971 (supporting import statistics 
are not yet available). 


Capital goods continue to have a good market potential in Thailand 
with the United States long established as the leader in the more 
sophisticated, high technology and quality equipment fields. These 
range from medical and scientific laboratory equipment and instru- 
mentation, automotive repair equipment, construction equipment up 
to and including a nuclear power plant. The consumer goods market 
for US imports has continued to lose ground to third country com- 
petitors over the last several years; however, there are new-to- 
market consumer products being produced in the US that would have 

a market in Thailand if they were introduced and properly promoted. 


The biggest single buyer of imports in Thailand is the Royal Thai 
Government. In this connection there are several new major govern- 
ment work projects either underway or under consideration that have 
a potential for generating sales for US goods and services in the 
months and years ahead. These major projects include the Bangkok 
ring road, nuclear power plant, the second international airport, 
new water systems and dams, a new oil refinery, a sewage water 
treatment plant, low cost housing, and a new bridge crossing the 
Chao Phya River, among others. Under active discussion are both 

an oil pipeline and a canal across the isthmus from the Indian 
Ocean to the Gulf of Siam. 


Under Thailand's Third Five Year Development Plan, emphasis is being 
given to the development of agriculture and industry. These two 
priority areas also can mean increased imports of US goods and 
services, if they are aggressively pursued. Increased intensifi- 
cation and diversification of agriculture, for example, will re- 
quire greater use of agricultural machinery, chemicals and improved 
seeds and breeds. Increasing the exports of these products will 
require processing and handling equipment. US suppliers should 

have an advantage in supplying many of these products. 


As projects under the Third Economic and Social Development Plan 
begin to gain momentum, interested suppliers should follow closely 
the pertinent announcements by government agencies and the reports 








of appraisal missiorS The Plan anticipates financial assistance 
and loans of well over $1 billion from international organizations 
such as the World Bank and the Asian Development Bank as well as 
from governments. Several project appraisal missions from the 
IBRD are now or have recently been in Thailand to look at urban 
development in the Northeast, improved irrigation utilization, 

the expansion of water treatment and distribution facilities, etc. 
As examples of important bilateral assistance, an agreement has been 
signed with Japan for a $208 million yen credit. If the Japanese 
Government unties some or all of this credit, as it is being urged 
by the RTG to do, suppliers of any nationality would have a chance 


to obtain a part of the business generated by approved projects 
financed from the loan. 
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